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meet the objectives of the property
standards required for mortgages in-
sured by the Secretary. No other re-
pairs shall be made without the spe-
cific advance approval of the Sec-
retary. The mortgagee shall sell the
property for an amount not less than
the appraised value (as provided under
paragraph (b) of this section) unless
written permission is obtained from
the Secretary authorizing a sale at a
lower price.

(2) Repairs shall not exceed those re-
quired by local law or the requirements
of the Secretary of HUD or the Sec-
retary of Veterans Affairs if the sale of
the property is financed with a mort-
gage insured by the Secretary of HUD
or guaranteed, insured or taken by the
Secretary of Veterans Affairs.

(3) The mortgagee shall not enter
into a contract for the preservation, re-
pair or sale of the property with any
officer, employee, owner of ten percent
or more interest in the mortgagee or
with any other person or organization
having an identity of interest with the
mortgagee or with any relative of such
officer, employee, owner or person.

(Approved by the Office of Management and
Budget under control number 2528–0133)

[54 FR 24833, June 9, 1989; 54 FR 32060, Aug. 4,
1989, as amended at 60 FR 42761, Aug. 16, 1995;
61 FR 49034, Sept. 17, 1996]

§ 206.127 Application for insurance
benefits.

(a) Mortgagee acquires title. (1) The
mortgagee shall apply for the payment
of the insurance benefits within 15 days
after the sale of the property by the
mortgagee. Application shall be made
by notifying the Secretary of the sale
of the property, the sale price, and in-
come and expenses incurred in connec-
tion with the acquisition, repair and
sale of the property.

(2) If the property will not be sold
within six months from the date the
mortagee acquired title, the mortgagee
shall, at least 15 days prior to the expi-
ration of the six month period, request
the Secretary to cause another ap-
praisal of the property to be made.
Within 15 days of receipt of the ap-
praisal, the mortgagee shall apply for
the insurance benefits as provided in
paragraph (a) of this section, sub-
stituting the appraised value for the

sale price. The mortgagee shall bear
the cost of the appraisal.

(b) Party other than the mortgagee ac-
quires title. The mortgagee shall apply
for the payment of the insurance bene-
fits within 15 days after a party other
than the mortgagee acquires title to
the property. Application shall be
made by notifying the Secretary of the
sale of the property and the sale price.

(c) Mortgagee assigns the mortgage.
The mortgagee shall file its claim for
the payment of the insurance benefits
within 15 days after the date the mort-
gage is assigned for record to the Sec-
retary. The application for the pay-
ment of the insurance benefits shall in-
clude the items listed in § 203.351(a) of
this chapter and the certification re-
quired under § 203.353 of this chapter.

(Approved by the Office of Management and
Budget under control number 2528–0133)

§ 206.129 Payment of claim.

(a) General. If the claim for the pay-
ment of the insurance benefits is ac-
ceptable to the Secretary, payment
shall be made in cash in the amount
determined under this section.

(b) Limit on claim amount. In no case
may the claim paid under this subpart
exceed the maximum claim amount.
The interest allowance provided in
paragraphs (d)(2)(iii), (e)(2) and (f)(2) of
this section shall not be included in de-
termining the limit on the claim
amount.

(c) Shared appreciation mortgages. The
terms mortgage balance and accrued in-
terest as used in this section do not in-
clude interest attributable to the mort-
gagee’s share of the appreciated value
of the property.

(d) Amount of payment—mortgagee ac-
quires title or is unsuccessful bidder. This
paragraph describes the amount of pay-
ment if the mortgagee acquires title by
purchase, foreclosure, or deed in lieu of
foreclosure, or when a party other than
the mortgagee is the successful bidder
at the foreclosure sale.

(1) The amount of the claim shall be
computed by (i) totalling the mortgage
balance, (including any accrued inter-
est and MIP which have been added to
the mortgage balance) and any accrued
interest which has not been added to
the mortgage balance as of the due
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